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ENROLLED HOUSE BILL No. 5728
AN ACT to amend 1965 PA 314, entitled “An act to authorize the investment of assets of public employee

retirement systems or plans created and established by the state or any political subdivision; to provide for the payment
of certain costs and investment expenses; to authorize investment in variable rate interest loans; to define and limit the
investments which may be made by an investment fiduciary with the assets of a public employee retirement system;
and to prescribe the powers and duties of investment fiduciaries and certain state departments and officers,” by
amending section 20h (MCL 38.1140h), as amended by 1996 PA 485, and by adding section 20m.

The People of the State of Michigan enact:

Sec. 20h. (1) In addition to the provisions of this act, a system is subject to the applicable accounting and reporting
requirements contained in the following acts and parts of acts:

(a) 1919 PA 71, MCL 21.41 to 21.55.

(b) The uniform budgeting and accounting act, 1968 PA 2, MCL 141.121 to 141.440a.

(c) Section 91 of the executive organization act of 1965, 1965 PA 380, MCL 16.191.

(2) Except as otherwise provided in subsection (4), a system shall have an annual actuarial valuation with assets
valued on a market-related basis. A system shall prepare and issue a summary annual report. The system shall make
the summary annual report available to the plan participants and beneficiaries and the citizens of the political
subdivision sponsoring the system. The summary annual report shall include all of the following information:

(a) The name of the system.

(b) The names of the system’s investment fiduciaries.

(c) The system’s assets and liabilities.

(d) The system’s funded ratio.

(e) The system’s investment performance.

(f) The system’s expenses.

(3) A system shall provide a supplemental actuarial analysis before adoption of pension benefit changes. The
supplemental actuarial analysis shall be provided by the system’s actuary and shall include an analysis of the long-term
costs associated with any proposed pension benefit change. The supplemental actuarial analysis shall be provided to the
board of the particular system and to the decision-making body that will approve the proposed pension benefit change
at least 7 days before the proposed pension benefit change is adopted. For purposes of this subsection, “proposed
pension benefit change” means a proposal to change the amount of pension benefits received by persons entitled to
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pension benefits under a system. Proposed pension benefit change does not include a proposed change to a health care
plan or health benefits.

(4) A system that has assets of less than $20,000,000.00 is only required to have the actuarial valuation required
under subsection (2) done every other year.

Sec. 20m. The governing board vested with the general administration, management, and operation of a system or
other decision-making body that is responsible for implementation and supervision of any system shall confirm in the
annual actuarial valuation and the summary annual report required under section 20h(2) that each plan under this act
provides for the payment of the required employer contribution as provided in this section and shall confirm in the
summary annual report that the system has received the required employer contribution for the year covered in the
summary annual report. The required employer contribution is the actuarially determined contribution amount. An
annual required employer contribution in a plan under this act shall consist of a current service cost payment and a
payment of at least the annual accrued amortized interest on any unfunded actuarial liability and the payment of the
annual accrued amortized portion of the unfunded principal liability. For fiscal years that begin before January 1, 2006,
the required employer contribution shall not be determined using an amortization period greater than 40 years. For
years that begin after December 31, 2005, the required employer contribution shall not be determined using an
amortization period greater than 30 years. In a plan year, any current service cost payment may be offset by a credit
for amortization of accrued assets, if any, in excess of actuarial accrued liability. A required employer contribution for
a plan administered under this act shall allocate the actuarial present value of future plan benefits between the current
service costs to be paid in the future and the actuarial accrued liability. The governing board vested with the general
administration, management, and operation of a system or other decision-making body of a system shall act upon the
recommendation of an actuary and the board and the actuary shall take into account the standards of practice of the
actuarial standards board of the American academy of actuaries in making the determination of the required employer
contribution.

This act is ordered to take immediate effect.

Clerk of the House of Representatives.

Secretary of the Senate.

Approved

Governor.


